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To our Shareholders: 


SUMMARY 


The year 1961 was one of activity and progress for 
your Company, with sales reaching an all time high, 
and the one-third of the original Company that was 
not reorganized or liquidated in 1960, being re- 
postured for profitable operations. 


Consolidated sales were $40,619,000, as compared 
to the previous record of $35,206,000 in 1956, and 
$34,457,000 in 1960. This record sales figure includes 
the sales of the Company’s wholly-owned domestic 
and foreign subsidiaries, and was attained despite 
the elimination of approximately $15 million of 
annual sales of home appliances and other un- 
profitable lines, which were discontinued in 1960. 


Because of the cost of completing the major items 
of our reorganization program, other non-recurring 
expenses that are explained below, and a general 
softness in the Canadian market for capital goods 
and industrial equipment, a loss of $1,138,000 was 
sustained. This loss, before depreciation charges, 
loss on exchange, income taxes, and capital gains, 
was $647,000, an improvement of $1,115,000 from 
the 1960 loss of $1,762,000 on a comparable basis. 
The 1960 loss of $1,762,000 was reduced to $547,000, 
as reported in the 1960 Annual Report, by substan- 
tial capital gains, transfer of reserve for contingen- 
cies, and tax loss carry-back. 


The Canadian operations were responsible for the 
Company’s overall loss in 1961, but have now been 
reconstituted for profitable operations in 1962. The 
increased efficiency resulting from the reorganiza- 
tion program, coupled with the improvement in the 


Canadian economy for our lines of products, 
provides a reasonable basis for anticipating that the 
Company will operate profitably in 1962. 


NON-RECURRING EXPENSES 


Non-recurring items which contributed to the 1961 
loss, but which should in most cases provide more 
profit for 1962 and subsequent years, include the 
following: 


1. The Company terminated the employment 
of more than three hundred employees, chiefly in 
Canadian divisions that were losing money, with 
fair severance payments based on length of service. 
This reduction in staff was made possible by con- 
solidating, improving and modernizing paper work 
procedures, warehouse facilities and methods, and 
the integration of related activities. The remaining 
organization, while much smaller and less expensive 
to operate, has already demonstrated that it can 
handle a larger volume of business and provide 
better service and deliveries to customers. 


2. The Company physically moved its Van- 
couver distribution activities out of the old five- 
storey building into a new one-storey building of 
38,000 square feet. The manufacturing operations of 
Skinner Scales are also housed in the new building, 
thus reducing the area occupied to less than half of 
the old facilities. 


3. Similarly in Toronto, the Company com- 
pleted the move of all operations from its two old 


buildings downtown into a single modern one-storey 
facility of 45,000 square feet on the Queen Elizabeth 
Highway, with a consequent reduction in floor 
space, yet with capacity to handle more business 
more efficiently. 


4. In the Prairies, the Company had been 
seriously over-deployed with personnel and 
inventory devoted to industrial products, in a 
market that is chiefly non-industrial in character. 
Staff in the three Prairie Provinces was reduced by 
more than half, warehouse operations were dis- 
continued at Saskatoon and Regina, smaller but 
more modern warehouse facilities were occupied in 
Calgary, and in Winnipeg the operations were con- 
densed into one-half the space previously occupied. 
Our 48,000 square foot Winnipeg building was sold 
early in 1962, and one-half the building leased from 
the new owner. 


5. Nation-wide inventory control and coordi- 
nation on major product lines was instituted during 
the year, with the result that the Company can now 
provide better service with less inventory. The new 
inventory control program permitted management 
to identify more rapidly and liquidate excessive 
and obsolete inventory in standard and discontinued 
product lines, which resulted in a substantial non- 
recurring inventory loss charged to 1961 operations. 


6. The manufacturing and sales operations of 
Howe Scale in Canada and of Skinner Scales were 
consolidated with our own Canadian Scale Division 
during the year. 


7. In profitable product areas, where the Com- 
pany is expanding, sales development money was 
spent, including the addition of more salesmen with 
better qualifications, to our sales forces. This usually 
entails a delay period before a new salesman 
actually receives the additional business necessary 
to offset his own cost. 


8. The Company had been operating a separate 
division in Canada for the marketing of domestic 
water systems and water heaters. This division was 
liquidated at the year end, because it was losing 
money and our analysis indicated that it had little 
chance of being turned into a profitable operation. 
However, we are continuing to market water systems 
with related products in certain areas where it is 
profitable. 


9. Substantial expenses were incurred during 
the year in foreign travel, market studies, and 
negotiations. In addition to certain work done by 
outside consultants, a group from our Scale Divi- 
sions as well as from our Pump Divisions visited a 
number of companies in their respective industries 
in the U.S.A., Western Europe, England, Australia 
and Japan. While these activities led to the making 
of some important agreements with impressive 
profit potential, no profit resulted in the year 1961. 


10. Despite our best efforts to provide in 1960 
for all losses and expenses involved in liquidating 
the Home Appliance Division, further losses were 
incurred in 1961 in completing the liquidation. 


11. Our distribution of the complete line of 
U.S. Fairbanks, Morse pumps in Canada was dis- 
continued, and arrangements made to distribute a 
number of other makes. In addition to the Johnston 
vertical turbine pumps, produced by our subsidiary 
in California, marketing arrangements were nego- 
tiated covering Weinman centrifugal and non-clog 
pumps, C. H. Wheeler fire and large centrifugal 
pumps, Roth peripheral pumps, Infilco sewage 
treatment equipment, Schmieg sewage station 
units, and others. Our pump sales and service 
organization now has a more complete line of 
pumps and related equipment than ever handled in 
the past. The new lines represent an improvement in 
their respective segments of the pump industry, with 


respect to efficiency, price, or breadth of line. This 
changeover also involved non-recurring costs in 
1961, in terms of inventory losses on discontinued 
items, training sales people in the new lines, and 
introducing different sales literature and technical 
data. 


12. A factor beyond our control was the depre- 
ciation in the foreign exchange value of the Cana- 
dian dollar. A substantial provision for U.S. dollar 
exchange on current liabilities has been reflected 
in the 1961 loss. Also, certain orders in process on 
which we had quoted firm prices in Canadian dollars 
had to be paid for in more expensive U.S. dollars 
and British pounds. 


13. Our largest single supplier to the Materials 
Handling Division, Yale & Towne, suffered a five- 
month strike which seriously reduced deliveries of 
gas-powered fork lift trucks. In order to maintain 
our position in this market, however, we did not 
curtail our efforts to obtain new business, and 
increased our backlog of orders for this equipment. 


F. M. & CO. AGREEMENT 


During the year, your management concluded an 
extended and complex negotiation with U.S. Fair- 
banks, Morse. (In 1958 U.S. Fairbanks, Morse 
became a controlled subsidiary of Fairbanks 
Whitney Corporation of New York, whereas previ- 
ously, U.S. Fairbanks, Morse and Canadian Fair- 
banks-Morse had been controlled by the same 
family, although Canadian Fairbanks-Morse has 
never been a subsidiary of any other company.) The 
comprehensive agreement signed in June, 1961 
between our Company and U.S. Fairbanks, Morse, 
incorporates the following major features: 


I. Our Company will continue as the exclusive 
distributor in Canada for Fairbanks, Morse diesel 
engines, for a period of six years, or until a normally 
equivalent volume of business has been consum- 
mated, whichever occurs sooner. This is considered 
advantageous for our Company, since we are the 
leading engineering, sales and service organization 
in Canada for large marine propulsion installations 
consisting of diesel engines, power transmissions 
and other marine equipment, and the Fairbanks, 
Morse diesels are not only a high quality product, 
but are built in Canada with a higher percentage of 
Canadian content than any competitive engine. 


2. Our Company would discontinue the dis- 
tribution of U.S. Fairbanks, Morse scales and 
pumps. This was a natural step for both parties, 
since we had already acquired The Howe Scale 
Company and the Johnston Pump Company, both 
long-standing competitors of U.S. Fairbanks, 
Morse. (Our Canadian scale business increased 
approximately 50% last year over 1960, and set a 
new record; our Canadian pump business has 
remained at about the same level.) 


3. Our Company agreed to change its cor- 
porate name on or before June 30, 1963, in order to 
eliminate confusion with U.S. Fairbanks, Morse, 
and also agreed to assign its rights in Canada to the 
trade marks involved, including ‘Fairbanks’? and 
‘‘Fairbanks-Morse’’. While this agreement to change 
our corporate name may at first appear to hold 
certain disadvantages with respect to our Canadian 
operations, it also has definite offsetting advantages, 
and was made only after careful deliberation by 
your management and Board of Directors. It is 
considered to be in the best long-range interests of 
this Company to eliminate confusion in names 
between our Canadian-owned Company and U.S. 
Fairbanks, Morse, especially since we did not own 


the rights to the name “Fairbanks-Morse”’ in any 
part of the world except Canada. Our operations are 
becoming increasingly international in scope, and 
are already more than half outside the borders of 
this country. We have world-wide rights to other 
internationally prominent names in Howe Scale, 
Johnston Pump, and Richardson Scale. 


EXPANSION 


While your management devoted its primary atten- 
tion during 1961 to the reorganization of its Cana- 
dian operations, nevertheless, several important 
agreements were negotiated during the year: 


1. The Company negotiated during 1961 and 
actually acquired in 1962, the major assets of the 
Richardson Scale Company of Clifton, New Jersey. 
Richardson is a consistently profitable and inter- 
nationally prominent scale company, in business for 
more than sixty years. It is the leading producer in 
the world of automatic grain scales — a product 
particularly suited for the Canadian market — and 
is the world leader in the design and production of 
automatic batching and process control equipment, 
a rapidly growing industry that is closely related to 
the field of weighing. 


2. In connection with the acquisition of 
Richardson, our Company also obtained an agree- 
ment to acquire within approximately one year, con- 
trolling interest in companies manufacturing 
Richardson products in France and Australia, and 
subject to certain further negotiations and the work- 
ing out of legal technicalities, the Richardson por- 
tion of a joint venture operation in Great Britain. 
These three companies are successful and growing 
but are modest in size as compared to the Richard- 
son operation in North America. 


3. A joint venture arrangement was entered 
into with Japanese interests for the manufacture of 
scales and weighing equipment to our designs in 
Japan, and the distribution of these products in 
Japan and Southeast Asia. Our Canadian Company 
holds the exclusive rights for distribution of these 
Japanese-built products in all other markets of the 
world except Japan and Southeast Asia. 


4. The Company also concluded a smaller but 
nevertheless important licence agreement in Aus- 
tralia for the manufacture of scales, with an option 
to our Company to acquire an equity position in the 
licensee in the future. 


Our Company is now one of the leading produ- 
cers of scales and weighing equipment in North 
America, and is the only major scale organization 
in the world which is Canadian-owned. In certain 
segments of this industry we are the world leaders. 


FINANCIAL 


All acquisitions made by the Company during the 
past two years have been paid for with cash or notes. 
However, the Richardson acquisition, a very sub- 
stantial and significant one, was negotiated on the 
basis of extending to the vendors a ten-year option 
on 150,000 Class ‘‘A’’ shares at a price of $10.00 
(U.S.) per share, and an option to two key em- 
ployees, for a shorter period, covering 10,000 Class 
‘“*A”’ shares at the same price. The balance of the 
consideration for this acquisition was in the form of 
ten-year debentures and serial notes. 


Part of the cash required for acquisitions has been 
generated internally, through sale of real estate, 
liquidations of inventory and receivables previously 
employed in unprofitable operations, and inventory 


reduction through improved control in our on-going 
businesses. 


While short-term obligations have been reduced 
by $1 million during the year, our balance sheet 
shows a large amount of bank debt, and working 
capital may appear modest in relation to our 
increased sales volume. Nevertheless, we do not 
anticipate difficulty in financing our expanding 
business, for reasons such as the following: 


1. The acquisition of Richardson added $1.3 
million to our consolidated working capital early in 
1962, since current assets were acquired in return 
for long-term obligations. 


2. We expect to generate a further $1 million 
of cash internally through sale of Canadian real 
estate during 1962. 


3. Our lines of bank credit provide a substan- 
tial margin in excess of the amount actually being 
used at present. 


Our net worth of approximately $7 million pro- 
duced shipments of more than $40 million last year, 
and compares with total assets employed of $24 
million. The degree of leverage on the present “‘A”’ 
and ‘‘B”’ shares is illustrated by the fact that our 
present dividend of approximately $500,000 per 
year represents less than 144% of last year’s sales. 


PERSONNEL 


Mr. Gérard Plourde, President and General Mana- 
ger, United Auto Parts Limited, was elected to the 
Board of Directors at the Annual Meeting in 
April, 1961. 


During the past year: Mr. L. R. Gaiennie, Senior 
Vice-President of Canadian Fairbanks-Morse, was 


elected President and General Manager of Howe 
Richardson Corporation; Mr. I. H. Richardson, 
formerly President of Richardson Scale Company, 
was elected Chairman of the Board of Howe 
Richardson Corporation; Mr. L. A. Weom, Vice- 
President, was elected President of Johnston Pump 
Company; Mr. J. M. Rudel, Vice-President, was 
appointed General Manager of the Rudel Indus- 
trial Division of Canadian Fairbanks-Morse. 


GENERAL 


When your present management assumed office 
toward the end of 1958, and undertook the task of 
evaluating the various activities of the Company 
as it was then constituted, determining where profit 
was being made and where money was being lost, it 
became apparent that the old Company had very 
little potential for growth. If it was kept in the old 
posture, the best that could be expected was a con- 
tinuation of only moderate earnings, and even these 
were threatened by successive declines in some divi- 
sions for several consecutive years, and the fact that 
some of the better employees had already left the 
Company to work elsewhere. 


Thus, it was determined that the Company must 
be fundamentally reconstituted. The decision then 
to be made was whether to reorganize the Company 
as quickly as possible, and bear the full cost of the 
reorganization in a short period of time, or re- 
organize gradually over a period of years, and keep 
the Company slightly in the “black’’ during the 
reorganization program. 


After careful consideration, the decision to re- 
organize quickly was taken, and there is every indi- 


cation so far that it will prove to be a sound one, 
even though the losses suffered during our two 
reorganization years have been amplified by a soft 
economy in Canada. 


Looking at the Company today, with more than 
half its sales volume in proprietary product lines — 
as opposed to 95% of sales previously coming from 
purely distribution activities — and with the Com- 
pany now having a substantial part of its operations 
in markets such as the U.S., many times larger than 
the Canadian market to which the Company was 
restricted previously — one may conclude that it 
now has sound elements for long-range and profit- 
able growth. 


FUTURE OUTLOOK 


Our foreign operations made a profit contribution 
in 1961, and are expected to make a similar or 
perhaps larger profit in 1962. The Canadian opera- 
tions were responsible for our overall loss in 1961, 
but are expected to make a profit in 1962. 


Speaking of Canada only, where approximately 
$11 million of our $24 million total assets are em- 
ployed, and where approximately seven hundred of 
our two thousand employees are located, operating 
and overhead expenses are running at an annual 
rate of more than $1 million less than one year ago, 
comparing January and February with the same 
months last year. 


Meanwhile, new orders received in Canada for 
the first quarter of 1962 are $7.0 million as com- 
pared to $4.9 million last year, a gain of 43%. 
Consolidated orders for the same period are $12.1 
million this year, as compared to $9.0 million last 


year. While this percentage increase may not be 
sustained for the whole year, we believe that a sub- 
stantial portion of it should continue. 


Unaudited profit and loss results for Canadian 
operations in the months of January and February, 
1962, showed an improvement of more than 
$100,000 for each month, as compared to the 
corresponding month last year, even though ship- 
ments had not yet increased to the level of new 
orders received. Our Canadian operations are not 
subject to Federal Income Tax until we have earned 
approximately $2.8 million, or approximately $3.70 
per share on the presently outstanding ‘‘A”’ and “*B” 
shares, because of our tax loss carry-forward. 


Many of our officers and employees have worked 
under pressure during the past year in order to help 
with our reorganization, and at the same time 
handle their regular jobs. Their fine support is 
deeply appreciated by the management and Board 
of Directors. 


On behalf of the Board of Directors 


aR 


Chairman. 


President and General Manager. 


April 4, 1962. 


HOWETRONIC — Standard strain gage load cell dial and cabi- 
net. Mechanoprint is optional. Strain gage systems are widely used 
in the measurement of tension, torsion or compression forces — 


and have become increasingly popular for industrial weighing. 


AUTOMATIC DUMP SCALE — Designed for the repeat 
weighing of identical quantities of feed, seed or other dry materials, 
acompletely new self-contained automatic dump scale is now being 


manufactured by Howe in 500 to 5,000 pound capacities. 


The Carling Brewing Company's Baltimore plant automatically controls 
brewing (from grain unloading through cooling) with a Howe Batchmaster. In 
use at many modern breweries, the Howe Batchmaster enables plants to cut 
brewing costs by speeding and increasing production. ; 


In February 1962 the Company completed 
negotiations under which the operations 
of the Richardson Scale Company of 
Clifton, New Jersey, were merged with 
those of The Howe Scale Company of 
Rutland, Vermont. 


Under the new organization, the two 
businesses will operate in the United 
States as separate divisions of the Howe 
Richardson Corporation (the new cor- 
porate name of The Howe Scale Com- 
pany). In Canada, Howe scales and 
Richardson products will be sold by the 
Canadian Scale Division. Wherever pos- 
sible Howe and Richardson equipment 
will be manufactured at the Sherbrooke 
plant for the Canadian market. 


NE 


A yiew of one of the World’s most modern railroad yards, showing a 90 foot HOWE Four-Section Straight 
Lever Railroad Track Scale at the Norris Yard of the Southern Railway System, Birmingham, Alabama. 


HOWE BATCHMASTER — This Howe Batchmaster automatically con- 
trols batching of refractory brick mix, from bin discharge to delivery of the 
mix at the presses, in the new Pascagoula, Mississippi plant of the H. K. 


Porter Company, Inc. One man operates the console, which combines ingre- 
dients from any of 60 bins. 


s 


RING SCALE — New plant of Greeley Producers Livestock Marketing 
Association in Greeley, Colorado. The floor of the auction ring is ahuge Howe 
Scale. Total weights of cattle being sold and individual average weights are 


flashed to the spectators on a large electric board above the auctioneer’s 


booth. 


i 


Executive and Sales Offices of Ric ardson Scale, Clifton, N.J. 


RICHARDSON SCALE 


DIVISION OF HOWE RICHARDSON CORPORATION 


Founded in 1902, the Richardson Scale 
Company’s first product was an automatic 
scale for weighing grain from country eleva- 
tors to railway box cars. Richardson is still 
manufacturing hundreds of these machines 
each year. 


Richardson’s patent was gradually applied 
to scales for other purposes such as bagging 
grain and feed to predetermined weights, and 
for weighing coal to power plant boilers. 
Later, scales were developed to weigh mul- 
tiple ingredients for proportioning, thereby 
extending the application to many new in- 
dustries. The automatic scale came into its 
own as industry mechanized for greater 
productivity and quality control. Richardson 
turned to electronics for weight sensing trans- 
ducers, programming, and read-out in proc- 
essing control. 


Richardson was the first company to in- 
troduce mechanized proportioning systems. 
These applications invariably involve weigh- 
ing, but to complete the system Richardson 
supplies bins, special feeders, and discharging 
mechanisms for bulk handling. Bagging 
scales include packers, sewing conveyors, 
sewing pedestals and check weighers. Cur- 
rent production is 60% in standard products 
and 40% in custom engineered systems. 


The Richardson plant at Clifton, New 
Jersey (10 miles from New York), is well 
equipped and has test facilities second to 
none in the industry. A large staff of mechan- 
ical and electrical engineers are continually 
working on new developments in automated 
process control in the field of weighing and 
materials handling. Land is available to 
permit expansion in the future. 
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Colgate-Palmolive Co. depends on Richardson 
automatic scales for quality control in each batch 
of Ajax cleaner. 


Richardson walk-in panel at the Nabisco bakery, 
Fairlawn, N.J. controls a complex system of weigh- 
ing and materials handling equipment. 
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CANADIAN 
SCALE 
DIVISION 


During the year the Canadian Scale Division, 
with headquarters at the scale plant in Sher- 
brooke, P.Q., completed the integration of the 
CFM existing organization with that of Howe 
Scale, thus eliminating duplicate facilities and 
functions. 


A new all-steel portable vehicle scale was 
designed and produced. This new self-con- 
tained scale, which is built in many sizes 
from 20 to 100 tons, won immediate accept- 
ance among road contractors and government 
officials. Steel is replacing cast iron in the 
manufacture of many type of scales. 


Because of the increasing complexity of 
weighing systems and controls, a sales en- | 


gineering function was established. A start was a A a 
denna f. fel ne | | LOAD CELL HOOK CRANE SCALE with digital readout 
made in the manufacture of electrical controls. and accumulative combination ticket and tape printer at Vancouver 


Rolling Mills, Vancouver. For weighing 60’ lengths of steel bundles. 
Operator can insert ticket in Monroe adding machine carried above 
the hook, for individual shipping weight of the bundle. At the end of 
a-shift, operator presses total button and gets accumulative total. 


HOWE MODEL 2550 — 4ll-steel portable contractor’s scale, McFarland 
Construction, Toronto. Platform 50' long by 10'wide, all-steel deck. Capacity 
100,000 Ibs. The gross weight of scraper illustrated is 89,000 Ibs. Scale can 
be split in two sections of 25’ x 10’ each and will work independently as 
60,000 Ib. capacity scales. 


. ee we ae! 
ASPHALT BATCHING PLANT — Jamieson Construction- 
Vancouver. Howe Batchmaster installed in Koehring Waterous 
asphalt plant. This automatic batching system produces a 4000 Ib. 
batch of asphalt every 40 seconds. System can be operated manu- 
ally, semi-automatic or full automatic. A complete batch com- 
position can be entirely changed in three seconds. 
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This Division of the Company can engineer and 
supply a complete propulsion package, which 
includes the famous FM Opposed Piston Diesel 
engine. These engines are available in many sizes 
to power vessels of all types. From tugs and fishing 
boats to icebreakers and heavy-duty cargo vessels, 
they have earned a high reputation for dependable 
and economical power. 


The staff of this Division has the experience and 
marine engineering know-how to cooperate with 
marine architects and shipbuilders in planning 
power plants of any size, from design to installa- 
tion. The complete marine package includes en- 
gines, generators, motors, reduction gears, cou- 
plings, shafting, propellers, pumps, compressors 
and auxiliary machinery. 


In June 1960 the Company acquired Dynamic 
Engineering Limited, Montreal, a distributor of 
marine equipment. Most of the product lines are 
complementary to those handled by CFM. 


Dynamic Engineering is operating as a separate 
subsidiary, and the equipment handled includes 
gearboxes, marine controls, pumps, ship cranes 
and deck machinery. 
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FORT CHAMBLY— When the Fort Chambly tied up at Quebec City shortly 
after midnight January Ist, 1961 it established a new record for the opening of the 
port. The installation in the FORT CHAMBLY, a Canada Steamship Lines 
vessel, consists of four FM Opposed Piston Diesels. The FORT CHAMBLY 
was designed and built by Collingwood Shipyards. 


FEDERAL PALM and Federal Maple were a gift to the British West Indies 
Federation from the Canadian Government. Propulsion machinery in both 
vessels consists of FM Opposed Piston Diesel Engines. The Federal Maple was 
built by Canadian Vickers Ltd., and the Federal Palm by Port Weller Dry 
Docks. Naval Architects were Milne, Gilmore and German of Montreal. 


In addition to an extensive network of experienced dealers and distributors in the United States 
and Canada, Johnston also has a dealer organization covering practically all of the free world, 
with outlets in South America, Central America, Panama, Africa, Turkey, Iran, the Philippine 
Islands and Hawaii. The Company has licencees in Argentina, Australia and India. The Johnston 
plant in Mexico City manufactures a range of pumps suited to the Mexican market. 


ee 


This atomic reactor is located near Bombay, India, and was built as a joint enterprise of the 
Canadian and Indian governments. It is being used for the training of atomic scientists and 
engineers. Four large Johnston pumps supply the reactor with millions of gallons of cooling 
water each day. They are constructed with special materials to resist the corrosive effects of sea 
water at relatively high temperatures. 


The Company handles pumps of all types and 
capacities. In addition to Johnston Vertical Tur- 
bine pumps, the Company strengthened its 
pump representation in 1961 by completing 
negotiations with a number of outstanding 
pump manufacturers for exclusive distributor- 
ship in Canada. Agreements were made for the 
sale of Weinman Centrifugal’ and non-clog 
pumps, Roth peripheral pumps, C. H. Wheeler 
large centrifugal and horizontal fire pumps. 

The Company also handles various miscel- 
laneous pumps and all accessories and controls 
required for a complete pumping installation. 
This Division is staffed by experienced engineers 
with many years of specialization in municipal 
and industrial pumping projects. 

During the year the Company entered the im- 
portant field of water and waste treatment by 
negotiating agreements with Schmieg Industries 
Inc., Detroit, Michigan and Infilco Inc., Tucson, 
Arizona. The Company is now the exclusive 
licencee to manufacture and sell in Canada, 
Schmieg sewage pump stations, pneumatic sew- 
age ejectors and packaged sewage treatment 
plants. 

The contract with Infilco is for the distribu- 
tion of their equipment and processes for water 
and waste treatment in Eastern Canada, and for 
all Federal Government owned and operated 
projects. Infilco is one of the world’s largest 
manufacturers of this equipment. 

The company is now completely organized to 
supply engineering services and equipment to 
municipalities, consulting engineers and indus- 
trial concerns, where water and waste problems 
are encountered. An experienced sanitary en- 
gineer has joined the engineering staff of the 
Company. 


Typical Infilco installation for Municipal water treatment. 


PUMPS AND 
WATERWORKS 


Inside 7’ dia. Schmieg CENTRI-JET station; 50 GPM capacity. The major 
items observed in this picture are: Two 3 HP compressors and motors, piping 
and valves, sewage receiver with access manhole, NEMA 12 control panel, 
ladder, floor mat, dehumidifier and sump pump housing. 
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Effective January Ist., 1962, the Rudel Ma- 
chinery Company Limited was merged into 
the Canadian Fairbanks-Morse organization. 
Rudel had been operating as a separate com- 
pany since it was acquired in September 1960. 
It has now been combined with the Industrial 
Equipment and Supply Division of CFM to 
form the Rudel Industrial Division, handling 
machine tools, materials handling equipment, 
industrial supplies and equipment and textile 
machinery. Economies in administration 
which were not possible while the two com- 
panies operated independently, have been 
effected. 


The Rudel Industrial Division of the Com- 
pany includes the largest and most ex- 
perienced sales force serving Canadian in- 
dustry from coast to coast. The Machine 


RUDEL INDUSTRIAL 


A Part of the Warehouse area where machine tools are displayed. 


Tool section supplies equipment from the 
world’s foremost manufacturers of machine 
tools. Whether it be for drilling, milling, 
grinding, bending, punching, shearing or 
trimming, our salesmen are fully equipped to 
assist customers in selecting the right tool for 
each job. The Materials Handling depart- 
ment offers a complete selection of modern 
equipment to cut costs in materials handling 
operations, including lifting, stacking, moy- 
ing, conveying, storing and cleaning. The 
Equipment and Supply department handles a 
wide range of industrial supplies. 


We are reproducing some views of the ac- 
tivities of the Rudel Industrial Division in. 
the new warehouse in Toronto. Similar facili- 
ties are available at other key centers across 
Canada. 


INDUSTRIAL EQUIPMENT & SUPPLIES 


A Section of the Warehouse which carries stocks of such items as precision 
instruments, welding equipment, grinding wheels, portable power tools, pack- 
‘ie. ing, steam goods, metal hose, casters, hoists, jacks, small tools, paint spraying 
equipment and many more. 


MATERIALS HANDLING 


a wee 


Factory trained men can do a complete servicing or rebuilding job on industrial trucks, mobile cranes, sweepers, and 
other equipment represented by this Division. A Canadian Monorail installation speeds service facilities. 
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During the year the Company occupied new modern ware- 
houses in Vancouver and Toronto as part of its moderniza- 
tion program. 


The Toronto building is situated on Evans Avenue in 
Etobicoke, one of the busiest industrial sections of Toronto. 
It is convenient to all main shipping routes so that fast service 
can be given to the Ontario market. 


— | uF ee Sa The 45,000 square feet of floor space on a four acre site, 

: riVil Nw } includes offices and display showrooms. Modern office layout 
and cafeteria has improved staff efficiency. The entire building 
is air-conditioned and teletype connections are maintained 
with Montreal and Windsor offices. 


In May of 1961 the Vancouver Branch moved from the 
Beatty Street building, which had been occupied since 1912, 
to a new modern warehouse and office building of 38,000 sq. 
ft. on Fraser Street just off the Marine Drive. The warehouse 
is equipped with the most modern materials handling facili- 


Old ties, which include pallet racking for storage of heavy equip- 
ag ment, and self levelling ramps to speed loading and unloading 
ran 


of delivery vehicles. 


rm 


Side view of new Vancouver Branch occupied in 1961.4 


Y New Toronto Brancei 


THE CANADIAN FAIRBANKS-MORSE COMPANY LIMITED 


AND SUBSIDIARY COMPANIES 


STATEMENT OF CONSOLIDATED RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31. 1961 


Loss from operations for the year ended December 31 1961, before the 


undernoted items 


Gain on sale of properties 


Depreciation 


Loss on exchange 


Foreign income taxes 


Net loss for the year (Note 1) 


Consolidated retained earnings, December 31 1960 


Dividends on Class A shares 


Dividends on Class B shares 


Consolidated retained earnings, December 31 1961 


$ 674,253 


214,430 


$ 459,823 
$ 489,971 


104,000 
as ac 593,971 


$1,053,794 
84,000 


$1,137,794 


6,652,728 


$5,514,934 
$ 349,489 


149,781 


499,270 
$5,015,664 


SUPPLEMENTARY INFORMATION 


The results for the year included charges for the following items: interest on long- 
term debt, $100,255; executive officers’ remuneration and legal fees $191,605; directors’ 


fees $26,600. 


AUDITORS' REPORT TO THE SHAREHOLDERS 


OF THE CANADIAN FAIRBANKS-MorSE COMPANY LIMITED: 


We have examined the consolidated balance sheet and the 
pro forma consolidated balance sheet of The Canadian 
Fairbanks-Morse Company Limited and subsidiaries as at 
December 31 1961 and the statement of consolidated re- 
tained earnings for the year ended on that date, and have 
obtained all the information and explanations we have re- 
quired. Our examination included a general review of the 
accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in 
the circumstances. 

In our opinion and according to the best of our informa- 
tion and the explanations given to us and as shown by the 
books of the companies, the accompanying consolidated 
balance sheet and statement of consolidated retained earnings, 
together with the notes thereto, present fairly the 


MONTREAL, April 3 1962. 


consolidated financial position of the company as at Decem- 
ber 31 1961 and the consolidated results of operations for 
the year ended on that date, in accordance with generally 
accepted accounting principles applied on a basis consistent 
with that of the preceding year. 

In our opinion, the pro forma consolidated balance sheet, 
together with the notes thereto, presents fairly the consoli- 
dated financial position of the company as at December 31 
1961 after giving effect to the transactions set forth in Note |. 

In accordance with the provisions of Section 118 of the 
Companies Act, we report that the results of operations of 
the partly owned subsidiary (Fairbanks-Morse Appliance 
Co., Ltd.) for the year ended December 3lst 1961 were not 
significant. 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 


We) 


THE CANADIAN FAIRBANKS-MORSE COMPANY LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET AND PR 
AFTER GIVING EFFECT IN THE PRO FORMA BALANC 


ASSETS 


CURRENT ASSETS: 


Less: Accumulated depreciation 


CONSOLIDATED BALANCE SHEET 


Consolidated 
Balance Sheet 


Pro Forma 
Consolidated 
Balance Sheet 


Cash $ §698;308) Si a797elaey 
Trade accounts and notes receivable 8,422,809 9,079,742 
Other accounts and notes receivable 322,062 427,273 
Inventories (Note 2) 8,406,651 9,742,015 
Prepaid expenses 145,768 183,672 
$17,995,598 $20,229,819 
INVESTMENT IN SHARES OF PARTLY-OWNED SUBSIDIARY COMPANY, at cost $ 100,001 $ 100,001 
FIXED ASSETS, at cost: 
Land $ 594,436 $ 594,436 
Buildings 1,501,382 1,501,382 
Plant and equipment 2,920,986 3,860,361 


$ 5,016,804 
21195709 


$ 5,956,179 
2,119,708 


$ 2,897,095 


$ 3,836,470 


Assumption of current liabilities of 


PREMIUM ON SHARES OF SUBSIDIARIES $ 556,888 $ 556,888 
$21,549,582 $24,723,178 
cS di 
Sear hete Sins ee 


Richardson Scale Company $§ 859,552 3 8975157 
AND PRO FORMA Issue Me subsidiary te Aseaeese 
Scale Company, secured by certain 
CONSOLIDATED BALANCE SHEET of the acquired assets— 
6% Subordinated debentures, 
DECEMBER 31 1961 due in 1971 1,500,000 1,565,625 
6% Subordinated serial notes 
Note 1: payable $80,237 (U.S.) an- i 
é nually, 1963 to 1972 681,019 710,814 
The consolidated balance sheet at December 31 1961 and the 
operations for the year ended on that date include the accounts $3,040,571 $3,173,596 


of the Johnston Pump Company, Pasadena, California, and 
Johnston Pump Company de Mexico, S.A. de C.V., both 
acquired as of January | 1961. 


The pro forma consolidated balance sheet gives effect to the 
acquisition by a United States subsidiary as of January | 1962 of 
certain assets of Richardson Scale Company, Clifton, New 
Jersey, for a consideration of (a) $3,040,571 (U.S.) and (b) the 
issue to the vendors of a share purchase warrant for the purchase 


The accounts of other than Canadian companies have been 


translated into Canadian dollars at rates of exchange current at 
December 31 1961 except (a) fixed assets, long-term liabilities 
and depreciation provisions, at rates prevailing at dates of ac- 
quisition or issue, and (b) income and expenses (other than 
depreciation), at average exchange rates in effect during the year. 


Nore 2 — INVENTORIES: 
Inventories are priced at the lower of cost or market and are 
comprised as follows: 


of up to 150,000 Class A shares of The Canadian Fairbanks- Pro forma 
Morse Company Limited at $10.00 (U.S.) per share, at any time Con- con- 
from May | 1962 to December 31 1971. The price of $10.00 per solidated solidated 
share (U.S.) is subject to adjustment under certain circumstances a ire 
in the event of the issue of additional Class A shares prior to the sheet sheet 

8 - an F Merchandise $3,948,703 $3,948,703 
exercise of the warrant. In accordance with the terms of the Products, finished and in process 3,826,455 4,983,245 


purchase agreement, dated January 31 1962, the obligation of 
$3,040,571 (U.S.) (which is subject to appropriate adjustment in 
respect of transactions for the month of January 1962) has been 
recorded as follows: 


Raw materials and supplies 631,493 810,067 
$8,406,651 $9,742,015 


=-ORMA CONSOLIDATED BALANCE SHEET December 31 1961 


SHEET TO THE TRANSACTIONS SET OUT IN NOTE 1 


LIABILITIES 


CURRENT LIABILITIES: 
Notes payable (Note 3) 
Trade and other accounts payable 
Income and other taxes (net) 
Instalments on long-term debt 
Deposits by customers on contracts 


LONG-TERM Dest (Note 4) 


CAPITAL STOCK AND RETAINED EARNINGS (Notes | and 5): 
Capital Stock — 
Authorized — 

4,000,000 Class A shares without nominal or par value carrying a 
cumulative annual dividend of 70¢ per share, participating after 
payment of a non-cumulative dividend of 60¢ per share on Class 
B shares 

2,000,000 Class B shares without nominal or par value 

Issued — 
499,270 Class A shares | 
249,635 Class B shares 


Retained earnings 


COMMITMENTS AND GUARANTEES (Note 6) 


Signed on behalf of the Board: 
R. H. Morse, II, Director. 
J. E. MCQUILKIN, Director. 


Nore 3 — Nores PAYABLE: Nore 5 — CAPITAL STOCK: 


Consolidated 
Balance Sheet 


$ 9,548,971 


Pro Forma 
Consolidated 
Balance Sheet 


$ 9,789,033 


3,942,493 4,509,232 
44,553 134,909 
160,638 160,638 
2125120 pa repo.) 
$13,969,375 $14,866,532 
$754,134 $3,030,573 


$ 1,810,409 
5,015,664 


$ 1,810,409 
5,015,664 


$ 6,826,073 


$ 6,826,073 


$21,549,582 


$24,723,178 


Pro forma p : 

Con- See 150,000 shares of unissued Class A stock are reserved in re- 
solidated solidated spect of the share purchase warrant referred to in Note I. 

balance balance Upon exercise of the share purchase warrant, the holders are 

sheet sheet entitled in lieu of cash, to tender $10.00 (U.S.) principal amount 


To bankers 

To vendor, secured by a mortgage on 
certain fixed assets 1,074,150 

Other = 


$8,474,821 $8,694,009 
chased under the warrant. 


1,074,150 
20.874 stock of the parent company — 


$9,548,971 $9,789,033 


of the 6% subordinated debentures for each Class A share pur- 
The following options have been granted to purchase capital 


(a) To a director and officer, on 4,500 units at $30 per unit, 
expiring August 31 1964; each unit comprises two 
Class A shares and one Class B share. 


(b) To two officers of a subsidiary, each on 5,000 Class A 


Nore 4 — LONG-Term Desr: 
6% Mortgage notes of a subsidiary payable $100,000 
(U.S.) annually through 1964; balance due in 1965 $ 691,433 


Purchase obligations payable $50,000 in 1962, 
$42,500 in 1963 and $20,000 annually through 


Nore 6 — COMMITMENTS AND GUARANTEES: 


shares at $10.00 (U.S.) per share, expiring April 30 1967. 


The parent company is contingently liable as guarantor ofa 
bank loan of $300,000 of the partly-owned subsidiary. 


N ee : aoe The companies have lease rental commitments aggregating 
otes payable in varying amounts to 1964 70,839 $410,000 annually ($490,000 annually after the acquisition re- 
§ 914.772 ferred to in Note 1) for real estate and automotive equipment 
Less: Instalments due within one year 160,638 ns polos pee oeiite om parce eee eee 
SaaS In addition the parent company has entered into a joint ven- 
Per Consolidated Balance Sheet § 754.134 ture arrangement with Japanese interests which may require an 
} : : : ay of < ime 2 for capital and advances. 
6%, Subordinated debentures .Gecured) of a subs outlay of approximately $270,000 for capital and advances 
sidiary, due in 1971 1,565,625 Nore? DG 
6% Subordinated serial notes (secured) of a sub- OTE E—— RBNSION PLAN: 
sidiary, payable $80,237 (U.S.) annually, 1963 Since the introduction of the contributory pension plan on 
to 1972 710,814 January | 1955, the company’s contributions have been made on 


Per Pro Forma Consolidated Balance Sheet $3,030,573 


a basis which is intended to (a) provide for current services and 
(b) fund the past service liability on approximately a thirty-year 
basis. 


THE CANADIAN FAIRBANKS-MORSE COMPANY LIMITED 


Executive Offices — 980 St. Antoine St., Montreal 


CANADIAN DIVISIONS 
RUDEL INDUSTRIAL - MARINE - SCALE - PUMP & ENGINE 


Sales Offices and Warehouses 


Si JOHNS NEED: OTTAWA, ONT. WINNIPEG, MAN. 
HALIFAX, N.S. TORONTO, ONT. CALGARY, ALTA. 
SAINT JOHN, N.B. WINDSOR, ONT. EDMONTON, ALTA. 
QUEBEC, P.Q. HAMILTON, ONT. VANCOUVER, B.C. 
MONTREAL, P.Q. ST. CATHARINES, ONT. VICTORIA, B.C. 


FORT WILLIAM, ONT. 


Factories — Sherbrooke, P.Q. and Vancouver, B.C. 


HOWE RICHARDSON CORPORATION 


General Offices and Factories — Rutland, Vt., Clifton, N.J., Southgate, Cal. 
Sales: Offices 


ATLANTA, GA. DENVER. COL. NEWARK, N.J. ST. LOUIS, MO. 
BALTIMORE, MD. DETROIT, MICH. NEW ORLEANS, LA. SALINA, KAN. 
BIRMINGHAM, ALA. HARTFORD, CONN. NEW YORK, N.Y. SAN FRANCISCO, CAL. 
BOSTON, MASS. HOUSTON, TEXAS OMAHA, NEB. SEATTLE, WASH. 
BUFFALO, N.Y. KANSAS CITY, MO. PHILADELPHIA, PA. SPOKANE, WASH. 
CHICAGO: LOS ANGELES, CAL. PITTSBURGH, PA. WICHITA, KAN. 
CINCINNATI, OHIO MEMPHIS, TENN. PORTLAND, ORE. BXPORT DEPTS 
CLEVELAND, OHIO MINNEAPOLIS, MINN. RICHMOND, VA. CLIFTON, N.J. 


JOHNSTON PUMP COMPANY 


General Offices and Factory 
3272 EAST FOOTHILL BLVD. — PASADENA, CALIFORNIA 
Sales Offices and Warehouses 


ATLANTA, GA. FRESNO, CAL. ROSWELL, N.M. 
CHICAGO, ILL. IDAHO FALLS, IDAHO SAN FRANCISCO, CAL. 
NEW YORK, N.Y. 


JOHNSTON PUMP COMPANY DE MEXICO S.A. DE C.V. 


General Offices and Factory — Mexico City 


DYNAMIC ENGINEERING LTD. 


General Offices — 1010 Beaver Hall Hill, Montreal, P.Q. 
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